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PAID  UP  OIL  AND  GAS  LEASE 


^LLEAuE  LAGREEMENT  is  made  as  of  the  day  of     tAf^C^  ?nM  _       ,  ,  _ 

J.McGee,  hushmd  and  wife,  as  Lessor  and  CARRIZO  OIL  &  GAS  TMr  inr.or„  -  f  '  Tttn  John  D  Mcfiflft  and  pa""'" 
as  Lessee.  All  printed  portions  of  this  leawW  Dreoared  h^,^  7  Streel* SwtC  1500'  Houston* Texas  77002> 

inching  the  completio/of  bl«fc  spaces,  Cp^S/^  ^1""  "  ^  bUt  311  pr0Visi°"S 

>-xc=y^^ 

SEE  EXHIBIT  "A"  ATTACHED  HERETO  FOR  DESCRIPTION  OF  LEASED  PREMISES 

and  gas  along  with'a,.  "ydroe.KS 
^^^^^ 

K  S^rSJIta  ^>SdJiS  j7ierc  Is  no  s.llch  PT thcn  preva,,ing  in  C,1C  sanie field- thc"  '^^E,^ 

ZV£££  s  itiT^ffir: co  comparab,e  purehase  a™ms  ^  int° « « *  ™  »t:?S£K 

date  as  the  date  on  which  Lessee  or  its  affiliate  commences  its  purchases  hereunder:  and  (c)  in  calculating  royalties  on  Deduction 

T^n  T      eUS  00  ***  IeaSCd  premiSes  or  lands  P°oled  therewitn  "«  caP^  of  producing  oil  or  gas  or  other 

ubstances  covered  hereby  m  paymg  quantities,  but  such  well  or  wells  are  either  shut  in  or  production  merefro* is  not bf  S/sold  bv 
Lessee,  such  we  1  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying quantities  for  tl  e 

f  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut  in  or  production  therefrom  is  not  brinisold  by  See  ITuScc 
shall  pay  an  aggregate  shut-.n  royalty  often  dollars  per  net  mineral  acre  men  covered  by  this  lease,  sich  payme.u  tote  made'o  Lessor 
on  or  betore  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  saidTda^ y  p^d^Se  flie  iS 

2E or  ,f  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith  no 

ftulure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease 
Lessee  may  not  mamtam  this  Lease  in  effect  solely  by  the  payment  of  shut  in  royalties  for  (i)  any  one  period  o  ™tlw Two  S 

^e^V^?aS^^  dUrmg  timeS  a"  WCllS  m  aCtUa"y  ^  PhySiCa"y  ShUt    ^  time  ,0  ^-»t" 

4.  Shut-in  Payment  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  directly  to  Lessor  at  the  above  address  or 
its  successors,  regardless  of  chmges  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency,  or  by  check'or 
by  draft  and  such  payments  or  tenders  to  Lessor  by  deposit  in  the  U.S.  Mails  in  a  stamped  envelope  addressed  to  the  Lessor -at  die  last 
address  known  to  Lessee  shall  constitute  proper  payment. 

Lm^f'T  a  LeT, dri"S  8  W!H  WhlCh  'S  inCapable  of  Producin8 in  Paying  quantities  (hereinafter  called  "dry  hole")  on  the  leased 
premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause 
including  > i  reylS.on  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in 
tlZ 1 ieaSH  'S  ,,ol^the7'fbeing  ™tained  in  force  it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for 
rework  ng  an  exisdng  well  or  drilling  operations  for  an  add.tional  well  or  for  otherwise  obtaining,  restoring  or  increasing  production 
on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days 
such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  (ease  is  not  otherwise  being 
maintained  in  force  but  Lessee  1S  then  engaged  in  dnlling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  restore 
or  increase  ptoducaon  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no 
interruption  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  die  production  of  oil  or  gas  or  other  substances 
covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith 
nUZT  ,  *  3  Tl  ?aPabl?1_of  Producing  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased 
premises  or  ands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances  to  (a) 
?hZ!2h^  !hf  P,rTf  T  to/e$ervoirs  ?en  of  Produc'ng  ^  P^ing  quantities  on  the  leased  premises  or  land  pooled 

tt^w  m1'  ThlriStn^.  frT  uncomPerted  draina8e  by  ™y  wll  or  wells  located  on  other  lands  not  pooled 

therewith.  There  shall  beno  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein 

orlXTinHn^i  "^u01      °h]imiCn  l°  P°o1  a"  °rany  part  of  *e  ,eased  Premises  or  ^rest  therein  with  any 

clZl^  f  J  h  ■',         y  T  a"  dCpCh:S  °r  70,KS- and  35  t0  ™y  or  311  substances  covered  by  this  lease,  either  before  or  after  the 
f  dr"ling  °f  PR?uct,M  whcnever  Less«  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or 
TZl  l  ^X  Premises,  whether  or  not  similar  pooling  authority  exists  with  respecf  to  such  other  lands  or  imerests  ThTcnSiS 
of  a  unit  by  such  pooling  shall  be  based  on  the  following  criteria  (hereinafter  called  "pooling  criteria"):  A  unit  for  an  oil  well  (other 

h7no^ 

wel  or  h^,!f  P.  imXTm  aCreagC  ,0leranCe  0f  10%;  provided  diat  3  ,areer  unit  ™y  b«  formed  for  an  oil  well  or  gas 
SimJS  r  ?  "7leV0n.to. cJ)nform  10  ™y  wc"  *P*ing  «  density  pattern  that  may  be  prescribed  or  permitted  by  Ly 
governmental  authority  having  jurisdiction  to  do  so.  For  the  purposes  of  the  forgoing,  the  terms  "oil  well"  and  "gas  well"  shall  have 

Irr"^  PTnbed  ^  aPPliCfb'e  l3W  °f  thC  appr°pHale  go«™««n«»l  -ttrit?,  or  if  no  definition  is  s  PE  d,  "oi l*S? 
ratTof  iZ  ^l^Tf^       °{]rt tha,"  m™  °UblC  ftet  per  ^  ^  "**        means  a  well  with  al^  Initial  ^ 1 

Pre        '  b3Sed  °n  8  24-h°Ur  Pr0ducti°" teSt  conducted  mdeT  «™a  Producing  conditions  using 
£  tl  Z  TIT  o^qu'valent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  or  gas  well  in 

which  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof  In 
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SSftKES?  3Sfo^Sin?oLto°nf  Writte"  deC'arati0n  *****      «*  -  «**  the  effective 

shall  belated  as  if  it  L^ft'S^^^"  ' riS?  ^     "  "I      °f  *  ^ 

Lessor's  royalty  is  calculated  shall  be  tint  propSn  of  Se  S^nTnLn^  k^T"'  CXCept  °*  production  011  which 
included  in  the  unit  bears  to  the  total  gross TreaSTn  te  uJt  Z  Z  P*  T     wh,ch  the  net  »vered  by  this  lease  and 

Lessee.  In  the  event  a  unit  is  fy^t^^^^S^AS,  the/XIenIlsuc,h  proPortion  of  ™*  Paction  «  sold  by 
not  yet  known,  the  unit  shall  be  bj ^t^^^^j^^^  *"  f  P°°ling  ^  ™ 

provided  that  within  a  reasonable  time  after  completion  of  the  we TL  unit 11  Z  1  <  .  f  W  y  UP0"  CoraP,etion  of  we"- 
criteria  that  actually  exists.  Pooling  in  one  or  mo  J Sees  sllUot  e^  d  *  "fT*"7 10  COnform  t0  the  Poolin« 

the  recurring  right  but  not  the  obligation  £  rcvTa^ 

wmmwmmm 

mmmmmmm 

been  furnished  the  onginal  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  t^elS^n 
Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  form  of  division  order  l7the  even  of  tSe 

£edenS 

SSiSf^iS  V  3bT  Uatmy.t}me  tW°  °r more  persons  316  enttled  10  shut"in  r°yalties  h«eurder,  Lessee 
Si  rl£d  i k  SrS  i      *f    Ti*  ,*ni0nS'  c,lher  J™1'*'-  or  ™  Proportion  to  the  interests  which  each  owns.  If 

mf«t  'Kreunder  m  whole  or  .n  part,  Lessee  shall  be  relieved  of  all  obligations  hereafter  existing  with  respect  to 
he  tran  ferred  interests and  failure  of  the  transferee  to  satisfysuch  obligations  with  respect  to  the  transferred  interests  shall  not  Sect 

of  tTll ^ITS  h '?hre?eCt  \™y J-*"*8  mt  S° transferred"  ^  Uss«  ^rs  *  f«»  or  undivided  interest  in  all  or  any  portion 
of  the  area  covered  by  this  lease,  the  obl.gat.on  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Release  of  Lease.  Lessee  may,  at  any  time  and  from  time  to  time  deliver  to  Lessor  and  file  of  record  a  written  release  of  this  lease 
as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall 
thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest  so  released  If  Lessee  releases  less  than  all  of  the 
interest  or  area  covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance 
with  the  net  acreage  interest  retained  hereunder. 

10.  Ancillary  Rights.  No  well  shall  be  located  less  than  600  feet  from  any  house  or  commercial  building  now  on  the  leased  premises 
without  Lessor  s  consent,  and  Lessee  shall  pay  for  damage  caused  by  its  operations  to  buildings  and  other  improvements  now  on  the 
leased  premises. 

1 1.  Non-Surface  Limitation.  Lessee  shall  not  conduct  any  surface  operations  upon  any  part  of  the  surface  of  the  leased  premises 
Lessee  shall,  however,  have  a  sub-surface  easement  to  horizontally  drill  under  the  surface  of  the  leased  premises.  Notwithstanding 
anything  contained  herein  to  the  contrary,  Lessee  shall  have  the  right  to  conduct  seismic  operations,  but  only  by  utilizing  the  vibroseis^ 

12.  Environmental  Safeguards.  Lessee  shall  employ  such  measures  as  will  reduce  the  impact  of  its  operations  upon  improvements 
vegetation  and  habitat  on  the  leased  premises.  Lessee  shall  use  reasonable  care  and  safeguards  in  conducting  its  operations  in  or  under' 
the  leased  premises  to  prevent  contamination  or  pollution  from  any  waste,  pollutant,  or  contaminant  to  any  environmental  medium 
including  soil,  surface  waters,  groundwater,  sediments,  surface  or  subsurface  strata,  ambient  air,  or  any  other  environmental  medium 
m,  on,  or  under  the  leased  premises.  Lessee  shall  remediate  any  condition  which  is  hazardous  to  humans  or  wildlife  resulting  from 
Lessee  s  operations  in  or  under  the  leased  premises. 

13.  Visual  Appearance.  Lessee  shall  not  permit  the  disposal  of  trash,  storage  of  used  equipment  or  other  such  materials  on  the  well 
sites  and  shall  maintain  the  well  sites  in  a  neat  and  orderly  fashion.  Lessee  shall  construct  or  improve  necessary  lease  roads  as  all 
weather  roads  and  shall  maintain  such  roads  in  a  good  state  of  condition  and  repair  in  order  to  prevent  excess  dust  and  erosion  and 
maintain  the  continuity  of  the  surrounding  environment.  For  safety  and  appearance,  Lessee  shall  install  appropriate  fences  around  each 
well  and  related  facilities  in  a  visually  appealing  manner  in  an  effort  to  maintain  the  continuity  of  the  surrounding  area,  and  shall 
maintain  the  fences  in  a  good  state  of  repair.  Upon  conclusion  of  Lessee's  drilling  and  completion  operaaons.  Lessee  shall  restore  that 
portion  of  the  well  site  not  being  utilized  by  Lessee  for  producing  operations  as  nearly  as  is  reasonably  practicable  to  its  original  state. 
In  addition,  Lessee  shall  maintain  the  well  sites  in  a  manner  whereby  they  shall  be  free  of  noxious  vegetation  and  debris  resulting  from 
Lessee's  operations.  Upon  lease  expiration,  Lessee  shall  remove  all  of  Lessee's  equipment  and  restore  the  surface  of  the  ground  as 
nearly  as  is  reasonably  practicable  to  its  original  state, 

14.  Groundwater  Protection.  Any  oil  or  gas  wells  drilled  by  Lessee  shall  be  drilled  in  compliance  with  the  surface  casing 
requirements  imposed  by  the  State  of  Texas  for  groundwater  protection  and  Lessee  shall  install  such  surface  casing  in  the  required 
manner  in  order  to  insure  the  protection  of  all  fresh  water  bearing  formations  in  and  under  the  leased  premises, 

15.  Noise  Abatement  and  Safety.  Lessee  shall  utilize  modern  equipment  with  appropriate  safeguards  in  its  drilling,  completion  and 
producing  operations,  Whenever  possible.  Lessee  shall  install  sound  barriers  and  utilize  hospital  grade  mufflers  on  compressors  to 
reduce  noise  levels  and  emissions  while  conducting  Us  operations  in  populous  urban  areas. 

16.  Seismic  Operations.  Lessee  shall  pay  for  all  damages  incurred  to  the  leased  premises  which  result  from  its  seismic  operations. 
Other  than  seismic  operations  as  provided  herein,  by  execution  and  delivery  of  this  Lease,  Lessee  does  not  otherwise  obtain  the  right 
to  conduct  exploration,  excavation  or  drilling  operations  from  or  upon  the  surface  of  any  portion  oftlie  leased  premises. 

17.  Local  Ordinances.  In  conducting  its  operations  hereunder.  Lessee  shall  comply  with  all  ordinances,  rules  or  regulations  imposed 
by  the  City  of  Fort  Worth  or  other  governmental  agency  which  are  in  effect  as  of  the  date  of  this  lease. 

1 8.  Regulation  and  Delay.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws 
rules,  regulations  and  orders  of  any  governmental  authority  having  jurisdiction,  including  restrictions  on  the  drilling  and  production  of 
wells,  and  regulation  of  the  price  or  transportation  of  oil,  gas  and  other  substances  covered  hereby.  When  drilling,  reworking 
production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary 
permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war, 
sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease 
shall  not  terminate  because  of  such  prevention  or  delay,  and,  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added 
to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  aiy  provisions  cr  implied  covenants  ofthis  lease  when  drilling  completion 
production  or  other  operations  are  so  prevented  or  de!a>ed.  Lessor  hereby  agrees  that,  in  the  event  Lessee  deems  it  necessary  to  seek  a 
variance,  waiver  or  other  relief  from  any  laws,  rules,  regulations,  or  orders  (which  for  purposes  of  this  paragraph  shall  include  any 
ordinance)  or  other  such  authority  exercised  by  (i.)  the  Ciry  of  Fort  Worth,  including  but  not  limited  to  the  well  setback  distance  for 
gas  drilling  and  production,  or  <ii.)  by  any  other  governmental  entity  or  authority  having  jurisdiction,  then  Lessor  shall  engage  in 
reasonable  acts  and  execute  and  deliver  such  instruments  and  documents  Lessee  deems  necessary  or  convenient  in  seeking  such  relief 
In  the  event  Lessee  is  required  by  such  authority  to  acquire  Lessor's  consent  as  a  prerequisite  to  obtain  such  variance  waiver  or  other 
relief,  Lessor  grants  to  Lessee  and  agrees  that  Lessee's  leasehold  estate  acquired  hereunder  includes  the  right  to  utilize  this  lease  as 
Lessor  s  consent  and  ratification  of  any  subsequent  variance,  waiver  or  other  relief  Lessee  seeks,  without  the  necessity  of  Lessee 
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option  shall  be  deemed  to  be  properly,  timely  aild 

20_  Breach  or  Default  No  litigation  shall  be  initiated  by  Lessor  for  damages,  forfeiture  or  cancellation  with  resnect  to  anv  breach  nr 

1 1  r    ^  „     ,  f  y  *  LeSWe  fa"S  10  renwdy  lhe  breach  or  detault  within  s«ch  period.  In  the  event  the  matter  is  litigated  and  mere 
n?i:fi;Ud,C,al  determin^"  **  ■  bre*h  or  default  has  occurred,  this  lease  shall  not  be  forfeited  TcaSe i whole  oHn  PS 

Ssrzt  r  "**  r^r1      »    *•  *«* <* default  and  jzm£?££  p 

mav^nT^i  i  T  y  aSrWS  '°,defend  Wk  C°nVeyed  t0  Lessee  hereunder> and  aSree*  that  Lessee  at  Lessees'  option 
may  pay  and  discharge  any  taxes,  mortgages  or  hens  existing,  levied  or  assessed  on  or  against  the  leased  premises  Lessee  asreW  to 
pay  for  the  costs  of  any  hen  subordination  that  Lessee  may  request  from  Lessor's  lender.  If  Lessee  ^^^p^SZSl 
be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to  its  other  rights  mar«^in*iSSlt  of 

h,In  iSSSL  :  r  f  ?  SP-"d  "* ,Payment  °f  royalti,iS  90(1  Shut'in  myalties  hereunder'  wllh0UI  i««>wt  ""til  Lessee  has 
been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved 

fJSFS"  LCSSOrS  8r°f  nCgligenC,e  7  wim  misc^^t.  Lessee  agrees  to  indemnify  and  hold  Lessor  harmless  from  any  andall 
habihty,  damages,  reasonable  attorneys  fees,  expenses,  causes  of  action,  suits,  claims  or  judgments  of  any  kind  or  character  for  injury 
to  persons  orproperty  caused  by  Lessee's  operations  on  the  subject  land. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding 
on  the  signatory  and  the  signatory  s  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has 
been  executedby  all  parties  hereinabove  named  as  Lessor . 

IN  WITNESS  WHEREOF  this  instrument  is  executed  on  the  date  first  above  written. 
LESSOR:  John  D.  McGee  LESSOR:  Pamela  J,  McGee 

Sl.na.ure:  > ^Sj^t/j^  SimK   \^  . 

Individual^  a^d  m  all  Capacities  tor  the  above  described  Land      Individually  and  in  all  Capacities  for  the  above  described  Land 
fwfS^C/   Title:         i  -C^taf 


Title: 


ACKNOWLEDGEMENTS 


STATE  OF  TEXAS 


COUNTY  OF  TARRANT  § 

This  instrument  was  acknowledged  before  me  on  the  day  of  _ 


'otfry  Publicfor  the  State  of  te 


_,  2008,  by 


exas 


STATE  OF  TEXAS 

§ 

COUNTY  OF  TARRANT  § 

This  instrument  was  acknowledged  before  me  on  the  day  of  _ 


_,  2008,  by 


JOSE  0.  CRUZ 

Vi^h^C  I  Notary  Public,  State  of  Texas 
i*}.P\.J?£      My  Commission  Expires 
^ittffi         October  19,  5.01 1 


8 


Notary  Public  for  flife  State  of  Texas 
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EXHIBIT  "A" 


LESSEE, 
LEGAL  DES^RtPTjow 
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Addendum 

I.  DEFINITIONS 

As  used  herein,  -'River  Trails"  includes  the  area  bordered  by  the  following: 

North:  by  Trinity  Boulevard; 
East:     Precinct  Line  Road 
South:    by  Saranac  Trail 
West:    by  Salado  Trail 


Z%  r ,  «  ,'S  eXpreSSly  unders«>od  agreed,  in  the  event  all  or  part  of  the  Lease  is  Xsed 
and/or  the  Lease  fully  or  partially  expires,  that  each  respective  communitizing  Lessor shall  owftW 
respective  and  separate  mineral  interest,  which  is  so  released  or  which  ^b^Z^T^Z 
propomon  as  immediately  prior  to  the  date  of  execution  of  this  lease  as  fo&S^ZTS^ 

b  m"^™l?to  hi  TfailS  Subdivisi» sha"  ™«  the  mlelS  ta«r  s  t  ered 

ZnrZ  I,    PUrSuan't0  *e  P°olffiS  Prov's>°n  contained  herein.  Any  non  released  and/or  non  expirins 

S~  ^  111,5  'eaSe  Sha"  C°minUe  t0  be  adminiStered  as  3  " d  -eralXI 


